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Dear Applicant:

We have considered your application -for :;ecogniticn of exemmtion from
Federal income tax under sect:ion 501(c) (5) of the Internal Revenue Code
of 1954,

You have siconitted unsigned anl undated - bylaws as your organizing
document. Axticle IXI of the bylaws state that it is a "nonprofit food
buying coop, organized for the expressed reason to buy food in bulk to
lower overall prices for everyone“. Members biay food at prices
designated on the supplier's price list and pay an additional 5 percent
of each order for the expenses of the coop. Membership is open to any

~ reoident in the NG axrca of_ but i3 limited by the

bylaws to [l £anilies.

Section 501 (c)(S) of the Internal Revenue Code provides for the exmnpt.iﬂ?
from Federal incame tax of labor, agncultural or horticultural
orgam.zatxons.

Section 1.501(c)(5)-1 of the Income Tax Regulations describes
organizations contemplated by section 501(c) (S5) of the Code as those
organizations vhich have no net earnings inuring to the benefit of any
member, and have as their objects the betterment ©of the conditions of
persons engaged in the pursuits of lalor, agriculture, or horticulture, .
the improvement of the grade of their products, and the development of a
higherx degree of efficiency in their respective occupations.

A labor organization is commonly defined as an asscciation ot‘ workers who
have cambined to protect or promote the interests of the members by
bargaining collectively with thelir employers to secure better working
conditions, wages ani similar benefits: It is genarally composed of
employees or representatives of the employees and similar groups.’ Its
principal purposes must be the bettarmant of the coditions of: ‘warkers,

the imgrovement of their products and.the. development of a higher’ degrea '

of efficiency in their respective wccupations.
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Based on the information su’t:v\itte:l. we hold’ t‘nat you do not quanfv for -
W +  recognition of exemption umder.section 501L(c) (5) of tha Code because you <
e . do not meet the definition of a labor orgammtion, ani.your principal | '
. purpose is apnratmg a food coo‘aerative which is not an exempt puroose \
# . within the meaning of 'section 50L(c)(5), of the Code and sectien’ 7. .5 . - R
u . 1.501(c)(5)~1'cf the :egul.auons. - L L

Y

We nave also conszdered «mether you ean qualify for exemption un:ler C e L
section 501{c) (4) ‘of the Code. ) L

Section 501 (c)(4) of the Int.ex:ml Revenue Gode p:ovxdps for’ tna cxemption - . | N
from Federal income tax of organizations not omganized for profit. but R o
oparatel exclusively for the promotion- of_ eo..;al welfara. . A
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. Section 1.501(c) (4)—1(a) (2) (1) of the Incare ’mx Regulations p:ovides ST
- that an organization iz operated :.xclusiwely for the plomotion of.Socfal v . TR -t
v welfare i€ it is primarily- engaged in px:omcting, in some ‘way, the ccumon el
o goo:i anl gx.neral walfare of tﬁe peoo).e of- t"xe cmnum‘l.y ‘:.ﬁ‘.‘. N BRIV

o '.' .'. . T

, Sectlon 1. 501(0) (4)=1(a) (2) (ii) o£ t.he regulatzona pu:ovides t‘mt an": Soe T
. organization is not ‘oparated pr irmrily for the: promo\:io-x of ‘soclal T W .
- welfare if its primary activity-is carrying on a, business thh the -~ =~ . . &
genaral public in a mannex. eiml:r to organizatio'xs whmh are operated ;,
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Ravenue RJling 73~349, 1973-2 C.B. 179. holds that am otgam.zatmn formed L . .
to purcnase groceries for its memoers.at the lodest poss:.ble prices on a i R
. cocperative basis is not exempt as a.social’welfare’ organi..ation uader LT
! section 501(c) (4) of the Gode.’ It is cperated primarily for the benefit g
of mesnbez3 and any benefits to the: cc:nmum.ty are not sufi::.cient to,mest, | . -,
the requirement of the regulations that the orgamzation ba’ operate'd AL T et
pnmanly for the common goocl and general welfare of the becmle oz: the st

N « - .
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Bacause you are a fo:d cf:o::eratwe similnr to the orgam.zation descr:.bed S
in the revenue ruling Gived- abcve, we hold that you do not qual:.fy for' o 7 D
recognition of exemption under sectian- .:0].(c)(4) of, the Code: - You axe, A S
operated primarily for the banefit of your members and not fot the SR

general welfare of the whole canmun.ity;'-_ . .

¢ < * «

I\ccordmgly, it is held that you are mt \mtxtled to :ecognltmn of S
exemption from Federal income tax unier section- 501(c)(5) . or 50L(c)(4) of
the Qbie. You are required to file Federal income tax returns .on Form./
1120 for ench year you have besn in e*{isten..e. : D
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If you accept our £indings, you do w:t nmd to tak furt-he.r action. - '
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If yyou do not accept our Elndings, wa recmmnd th&t you recuest a PR -

oference with the Officeé of Regional bLirector: of Appeals.

Your ).aquest-‘ YTl A

. Tor a eenference should include a written appeal giving the "acta, law, " ., ~ ,
. and any other- information to! ‘support your position as-explained’ 1n the - Sy

enclosel Puhlication 892,

You wiil then be cantacted to-arrange a date - " v

for a conference. The conferencsn may e held at our Ibg:.onal office or, Do - '.i .
. if you request, at any nmtually comrmimt stt.zict oz;fice._ N S e I s T
v R \ ...‘l - - . .

e e -

If we do not hear f:om you within: 30 days ﬁ:om the date of.ﬂus 1ette£, S . ST

this ruling will becams final.

If youa have any questions, plea,se cmtac:t ‘.

the person whose name and telepghone number e.re ahawn abova. R

- .

sinceraly yours, -
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